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EXECUTIVE SUMMARY

The following report is dedicated to a yet mainlyrecognised challenge. Sea ports
provide cities and even countries with a great arth@h economic growth and are
part of about 90% of world trade. Logistics costgeneral have been reduced during
the last decades as companies optimise their ogiatics within the firm and drive
efficiency in order to reduce costs. This trendvpted companies already with great
cost reductions. Ports, however, do not operatheaefficiency level they could and
therefore create a great potential for a furtheucgion of logistics related costs. As

world trade increases, this means a greater neadficiency within port operation.

In collaboration with the Global Institute of Logcs (in the following also referred
to as GIL) certain problems have been identifientt$are not just one business but
consist of many independent service providers onpamies. The greatest challenge
for a port community seems to be the unequal Oigiion of financial power and
authority among those service providers, which Itesa businesses within a port
working as silos not considering other businessek reot sharing any information.
This leads to the powerful companies executing th@wver and using it only for their
own profit instead of using it for the benefitstbé hole port which in the end is, what
a customer evaluates the port by. Therefore, thmisalanced situation leads to
unsatisfied customers and to the emergence of faws gthat have recognized the
challenge. In order to address this problem, thstitine collected practical
information from ports and related businesses atdhe world. As a result a best
practice was identified which is the Port of Valienc

Firstly, a process map was established statinmajbr milestones of the Institute as
well as mapping the next steps in order to puirdtirmation in a logical order to
create presentable outcomes for a conference imz8ba which will change the
Institutes character of being a not for profit angation to being a membership

organization.

In this report collected information by GIL is v@ddited by doing a literature review
using the ten best in class operations of the BbNalencia, which are namely:
Cluster Leadership, Port Governance Strategy ansinBss Model, Infrastructure

Planning, Marketing Hinterland, (Valencia) Port Guoonity System (IT),
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Environmental Management, Safety and Security, iQudManagement, Training,
and Corporate Social Responsibility. The literattereiew states the importance of
the addressed topics and shows that other indsistaem those issues important as

well and have partly already addressed them.

The literature review together with the experieand collected practical information
by the Institute certain steps a port has to goutjn to change which are Motivation,
Mobilization and Adaptation using KAI. Kai is a thg that states that in order to
create unity amongst a group of service provideursdqual authority and financial
power, knowledge is the tool first deployed befewgthority and investment are

needed to change physically.

The conclusions state that in order to cope witlhrect economic trends and
developments, port related businesses need to ehdimat means working closer
together to firstly achieve sustainable competiddeantage and secondly, to increase
customer satisfaction. Ports have a large impaatcmmomies around the world and
therefore, need to not use their superior powesolely maximise their own profits
but to improve the performance of all port membersorder to achieve higher
customer satisfaction. The way to do so is buildingrelationships and establishing
trust between port businesses, since further inggmant can just be achieved by

collaborating as logistics within one firm are nmigiefficient.
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1 INTRODUCTION

1.1 Obijectives of the Global Institute of Logistics

The main goal and objective for the Global Insétuif Logistics is to become a
leading corporate university in the field of glolmaritime logistics study and giving
an impulse for change. Therefore, GIL gatheredrmédion from ports around the
world as well as from many academic and corporiadeight leaders for over four
years and needs to organize its data to be allrish its research. GIL will use its
research to implement a change in the way of thmpka the port industry. The tools
used to achieve that will includrotivation through published media such as annual
reports and a websitepobilization through a committee and annual meetings and
finally throughadaptation by providing education and consultation on thdeas as
well as their developed standardized performancasores of members in the port

community such as the container terminal Qualididator (CTQI).

The project starts by building a process map tosfiam all the collected data from
ports, academics and corporate thought leadersndrtiuie world into outputs. It
provides an overview about what GIL has done ardsheaking familiar with the
Institute’s work and history of the past four yeaffis process map is of great
significance to GIL since the company is lacking awpropriate process and an
organized structure for its research transformatidhe process map shows all
significant inputs such as the 4 years of preliminasearch as well as used media
and conferences used as a source for rather alctgearch. This process map also
includes a necessary academic validation of Glic&cfcal findings and closes with
possible transformation tools. An comprehensive@se map can be found in exhibit
1. The process map is important as it is momegtaskd for a project in China and

therefore a tool that can be applied to every dileire project by the company.

Further, the project includes a website to be budihg the process map as basis. It is
therefore not just a transformation tool but alsdirat output and since it will
represent GIL to its network and process someattmpany’s gathered information
it is already the beginning of the actual transfation. For the project, this includes
creating the academics and the port page. The eesigpage will validate GIL's
practical research by preparing a literature revmwthe Best Practice in GIL’s
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research — the Valencia Case Study — demonstrtsngnportance of the modules
included in the case study not just for the podustry but for all industries in
general. The academic page will further includerdaroduction of scholars that are
and have been important for the Institute andesearch. The ports page will include
all important data of the additionally identifiedrfs representing a best practice in a
special area as well as the corresponding casg stliected by using questionnaires
that are published on the ports page and accedsibf@rts online. This will not be
finished during the project but GIL will continueovking on it until and adjusting it

beyond the Shenzhen conference.
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In the following a detailed project description gsvzen before providing a broad
company analysis. Afterwards, a first issue analgs well as preliminary findings

are presented.

1.2 Project Description

The project has evolved over time and finally re=iilin the following. It included
designing a process map for GIL's process of cbligcinformation as well as
processing and validating it afterwards. Furthiee, project include the validation of
collected information from seaports around the danl form of a literature review
and proposed steps on how to implement the findimgspractical environment. The

following describes the different parts in moreailet

1.2.1 The best practice of port authority managemen

Like many other government bodies, the port authdrad played a rather “back-
staged” role in terms of port operating managemdoist of the port authorities had
adopted the role of a landlord, where the port @ith maintains the ownership
within the port while the infrastructure is leadedprivate operating companies. The
responsibilities of the port authority are mainbctised on areas such as economic
exploitation, long-term development of the landd atso the maintenance of basic

port infrastructure such as access roads etc. KBr@d04).

The world of business, however, has changed dreallgtin the past decade.
Economist believe that globalisation is the maiivelr behind all the happening.
Globalisation has a huge impact on many areas inyns&ctors, one significant
change is that the traditional landlord businessl#heannot longer be followed if a




port wants to operate efficiently. Not only becauke traditional model cannot
handle the complex market changes but also moreriamtly it is not able to
effectively help the organisation to increase reseand gain competitive advantage
in the port industry.

In 2007, GIL started their research in the portustdy. At the beginning of the
research the company focused on areas such asmpoegement, port performance
measurement and port development. The informahey have gathered during this
period of time had allowed them to gain an in-deyplderstanding about the issues
related to ports and the causes behind their ladompetitiveness. One of the key
issues discovered was that port authorities hadeen sufficiently involved in port
management and development. Therefore the Glolséitute of Logistics research
evolved around the question why such an important @f the port community had
not played its leading role. The company focusedboking at the responsibilities of
a port authority, the relationship between porhatities and their stakeholders such
as terminal operators, shipping lines or end custesmand the relationship between
the named stakeholders within the port communitye €nd customers, companies
such as Wal-Mart, Volkswagen or Apple, perceives tlort performance in a
combined manner and the port performance, as #,ressjust as good as the weakest
link within the port. Therefore the Institute beks that they need to analyse all the
information and stakeholders that can be found iwith port and that without
considering all members the port performance canmotevaluated correctly.
According to GIL, the performance of a port andréi@re of this logistics node and
also of the whole supply chain is not just depehdenone single player in the port
but on the whole chain of services and therefdrenambers involved. Therefore, the
company came to the conclusion, that port perfonaaannot be seen independently
but that it is a chain of different services andttthe whole performance is just as
good as the weakest link in the port community. Tihel finding of GIL was that
ports are better off working in a cluster collaliorg and coordinating together
instead of behaving as silos and just caring atiait own performance.

1.2.2 Project Overview

During their research the Global Institute of Laigs has found its best in class
which is the Port of Valencia. The Port of Valenisiaised as a benchmark as it is the
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most developed port in terms of clustering andb¥liy to its end customers. The

academiditerature review based on the best in class — the Valencia Poe Sasly

— will provide a clear understanding of the thebehind the development and at the
same time provide evidence on why clustering isftlere for port management. The
literature review will state the importance of eambdule of the Valencia case study
by focusing not solely on the port industry butdsywell considering best practices in
other industries. Therefore the literature revieavples a broad understanding of the
relevance and increasing importance of the topncsia supposed to validate GIL's

findings.
The Valencia Case Study consists of ten diffet@pics, namely:

Cluster Leadership

Port Governance Strategy and Business Model
Infrastructure Planning

Marketing Hinterland

Valencia Port Community System (IT)
Environmental Management

Safety and Security

Quality Management

© © N o g s~ wDdhPE

Training
10. Corporate Social Responsibility.

For this literature review proposed academics leydbmpany such as Mary Brooks,
Peter De Langen or Theo Notteboom from the porusiy are used as well as
academics across different industries. The liteeataviews will be published on the

Institute’swebsiteand updated constantly until the end of the ptojec

During their research GIL discovered that othetpbave best in class characteristics
in different areas as well on their way towardslatmration, community and
clustering. To finalise their results and to eliata the information gap an in depth
description of those characteristics in fornta$e studiedhave to be collected. Those
case studies gathered for the project to eliminatgmation gaps will demonstrate
the strengths of the chosen ports as well as thikgiwe an idea of how likely those
other ports are to become a cluster. Those predirpifindings will be published

successively on GIL's ports reseamhbsiteeven beyond the duration of the project
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since this is a very long process that could notifished during the proje. These
portsare all unique and successful in differways, their experience will become
strong voice to speak for all the port authorigéesund the worlc All ports includec

in the Institute’s research so far are shown imtiag@ below

Figure 1: All Ports Included in the GIL Researct
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Own demonstration.

However, before the case studies and the literagwiew will commence a proce
map on how all the information already availabldl Wwe processed and how it w

flow into the output GIL wishes to achie

1.3 Market Analysis

The Global Institute of Logistics is a corporatevensity in the field of maritime
logistics that bridges best practice and the ldn academic thinking, creating vali

for both ports and academ.
Ports

According to Panayides et al. (2008) ports areat“pf a cluster of organizations
which different logistics and transport operatams iavolved in bringing value to tt
final customer” (Panayides et al., 20CMany different stakeholdersperate within a
port and contribute value to the customer, whighampanies such as Tesco, H¢
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or Volkswagen. For all those companies ports regesne logistics node within
their supply chain representing the origin and teation of the transportation over
sea. Ports are therefore a junction of differerandportation modes where
transportation on sea is connected to a differesderof transportation such as feeder

service, rail or truck.

The port industry is a very significant logisticglustry considering that about 90 per
cent of world trade are distributed over sea by.sMost important and significant
players in the port industry are the shipping liaed terminal operators. According to
Notteboom (2008) the number of port players hasedsed tremendously while at
the same time their market share has increasednmake few shipping lines and
terminal operators very powerful (Notteboom, 2008)is causes inefficiencies in a
port community due to the inequality of authorityddinancial power. Operations are
not provided in the most efficient way but in angynsince no other port member has
the power to stop the way of working of the few oful companies.

Over the last decades rivalry has changed in theipdustry. There used to be just
little competition between ports due to low porated costs. But the increase in
global trade and the increasing significance otgas well as rising costs have led to
intensified competition between seaports. As a lrethis triggers the need for
efficiency and drive for improvement. However, doe the different power
distribution this provides ports with a big chaljen

Current Trends

During industrialization companies started to spkése their workforce in order to

achieve higher efficiencies. Specialization, howed& not stop there. Nowadays it
IS noticeable that countries specialise more ancenmwhat they are very good at in
order to use their assets most efficient. Germamyekample produces high value
machinery and cars, Asian countries provide redidiigh technology as well as cheap
labour and Arabic countries provide the world watttarge amount of oil. This trend

results in an increased exchange of goods betwatone. Therefore, every country
exports and imports goods to a certain amount mgath increased transportation

globally as represented in the figure below.
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Figure 2: Correlation between Exports and Seaborn&rade
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Furthermore, mainly due to the emergence of coemin Asia, South America and
Africa providing a great economic reason for glatstion the demand around the
world has increased tremendously further triggergigbal transportation. Also,
emerging countries usually offer a cheaper worldogspecially in labour intensive
manufacturing, which prompts many companies toaurte parts of their operations
to low cost countries such as China, India or Mexikhis extends the supply chain of
many companies resulting in increased global trariapon. Also resulting in this
trend is the emergence of manufacturing within @.pgdany ports offer value-added
activities and the sea route is not solely used @wansportation mode but also as an

assembly line.

Another current trend are the increasing sizesoatainer ships as seen in the figure
below. In order to achieve lower per unit costew rra — called “Gigantism” — has
started leading to higher transportation volumeisTalso means that on land
operations in a port need to become more effigrentder to cope with the increased
amount of goods or container arriving at the same.tAnother reason that calls for
higher efficiency on land is the lower speed oftagrer ships (by around 10 knots)

that is supposed to lower the use of fuel and aszesustainability.
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Figure 3: Container Ship Generations
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2 COMPANY ANALYSIS

2.1 Company Overview

The Global Institute of Logistics is a not for gtaforporate university that connects
the academic with the business world by researcomgnd-to-end integration and
visibility in the global supply chain, passing dretlatest in academic thinking to the
business world while using the practical experiefioen those early adopters. The
aim is to become a leading corporate universityarfoed through membership,
developing best practices with the members andigeoa platform for sharing,
learning and benchmarking. The value for membetisasthey will be supplied with
latest ideas and developments in the port andeetlmdustry and achieving best in
class operations awarded by the Institute withMllaequa de Garantia.

Momentarily, the Global Institute of Logistics cblorates with 13 ports (as shown in
figure 1) and different academic institutions sashthe Fundacion de Valencia, the

Hofstra University, the Shanghai Maritime Univeysahd many more.

Therefore, the Institute conducts research inigld bf global supply chain as well as
logistics and has dedicated its latest researthetglobal maritime logistics and more
concrete to the port authorities and relationshigisveen port members. Research is
done by building a network around the world, gatigeinformation from involved
companies — in this case ports — as well as irgeivig academics and validating
findings from practice. Findings are successivalplighed through reports and the
new established website letting future members kntwat is going on and what the

latest research results show.

Since the founding by members of the Global Logsstrorum in 2003, the Institute
has spread all over the world such as Asia, EuamgeNorth America. The Institute
is led by the current CEO Kieran Ring under thei@manship of Robert V. Delany.

The company is a thought leader in the field ofdigs and momentarily in the port
industry. Present research has led to their uralestg that especially globalization
requires new ways of operation within a port comityuto improve logistics and
therefore supply chains. An improvement in perfaroghas to be achieved in order
to deal with new and challenging developments imnemics such as the increased
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trade volume and the emergence of especially trealbed “BRIC” countries (Brazil,
Russia, India and China). According to GIL supgiioc members cannot be seen as
silos but need to be evaluated as a whole as ttherpance of the port is perceived
in a combined manner for end customers. Therefeagprocal accountability has to
assure a good performance of all members requimmgroved communication,

cooperation and clustering as a way to achieveod gerformance.

On their way to those findings GIL has achieved ynsunccesses that helped leading
to this conclusion. One of the first developments the Institute and tool for
reciprocal accountability was the Container TermiQaality Indicator (CTQI). It
helped making Container Terminals performance nmrebs and therefore
comparable. Many ports have adopted this technasueesubsequently been granted
the certification of CTQI. Current research is dated to the automotive terminal
quality system (ATQS) providing another standard aray to measure and therefore

improve performance for future members.

Further research however has demonstrated that@entTerminals do not have the
control and power but that port authorities arel\auag to become the coordinators of
port operations. Within a research period from 2@)2011 the Valencia Port was
identified as the Best in Class and led to the kdgweent of the Port Cluster
Governance Committee (PCGC). Over the years mamgr gtorts around the world
have become members of the Committee. Currentlsethee 12 members on the
committee. The committee is divided into the Asidme European and the North
American chapter. Membership is by invitation atidreembers of the PCGC have to

demonstrate best in class characteristics to bgetho

Momentarily, GIL occupies four employees. Howevelye to the increasing
acceptance of the Institute’s research and thecedsed growth prospects, the

company is in need of many more employees.

13

wn
-
o
=2
<
@)
>
D
>
@)
@)
S
n
c
=3
S
Q




2.2 Issue Analysis

GIL has been collecting information of ports arouhe world over the past four
years and has to transform all collected data anfmesentation held on October the
14" 2011 in Shenzhen. The challenge faced by the aomfs the transformation
process since so far no experience in transfortmagnformation in such a big scope
has been gained. Also, the research results appseg to attract members in order to
becoming a membership company. Therefore, the $itegp is to organize all the
information including the research period of thetitute and its findings as well as
what to do with all the rather practical findings fer and how to use and implement
them in a port. The information is put in a logiocatler in a process map explained in

the following.

2.2.1 Process Map

The supply chain issue faced by GIL is the tramsfdgion of the information they
possess. All the information is considered to leeitiput of the Institute consisting of
media, corporate, academic as well as GIL rese&ualfar all information collected is
available to the Global Institute of Logistics iorm of files on their computer, in
form of a huge global network of academics and pasinesses around the world as
well as in form of journals and reports. Many o ithformation is available multiple
times containing the same information in differeratys. Further, an appropriate way
to process the information is missing. Thereford, Gnly possesses the inputs and
the desired output to their supply chain but lagisroper way of transformation and

validation.

Therefore, the first step in the project is to duwl process map showing the possible
process to be taken to achieve the desired oukpig.includes determining the inputs
properly and finding appropriate transformationlsothat can lead to the output
which is achangein thinking in the global maritime logistics indaswhich will be
disseminated by motivation, mobilization as wellaagptation which contains a the

implementation of certain standards of processels as CTQI for example.

The process map helps understanding the reseatdmyhof the Institute and leads to
a logical next step of validating the practicaldiimgs. The practical findings together
with the academic and rather theoretical validatah lead to the transformation
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tools for ports emerged from practical experienmanf many exemplary ports and
other industries.

Due to the very dynamic process and developmenpribheess map has been updated
as the project matured. Figure demonstrates a singblified version of the process
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map.
Figure 4: Simplified Demonstration of GIL's Knowledge Process
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Own demonstration.

The process map is the first step to take in cimget an idea of the next tasks in the
project. To create the process map all inputs rieeble identified which requires

many meetings with GIL. After having observed alputs and reviewed the steps
GIL had taken to get all information the decisioaswto determine the goal in order to

decide on a proper way of transformation.

Challenges are the huge amount of different soutwsGIL used. They range from
visits to ports, over conferences and network lngido the research of academic

15




thinking as well as the use of media. Also a lotdgfas on how to transform all the
inputs into a change of thinking in the port indysixist. However, the best way has
to be found to first bring all knowledge in orderdato make it easily accessible and
understandable by the target market — the portagistics industry.

The information GIL was able to obtain represerg thputs or sources and the
Institute’s goal represents the output.

2.2.2 Information Gap

The Institute has done a lot of research done enMillencia Port and has got a
detailed case study on the contained modules. Henyéle research conducted by
the institute contains also other ports that hasteyat been examined as detailed and
therefore, there is still a gap of detailed infotima from the additionally identified
ports with best practice characteristics regardiog they address the current trends
and cope with the challenging economic environnasnivell as detailed information
on their best practice. As a result, the secongeisaced by the company is to fill this
gap.

To close the information gap ports need to givermfation that can be divided into
certain detail levels. After assessing all infonmatneeded by GIL, it was decided
that a information will be gathered using questaires asking for macro information
first. Those questions include the throughput pbe and the general port type. More
detailed questionnaires contain interview questwitl personnel from the port that
have a deeper knowledge of the port structure aocepses. The questions with the
most detailed information will be in form of a cagady for which a special structure
IS required.

After having decided on questionnaires, the quesi® how to process those
guestionnaires. Different possibilities are consdde The first option is sending all
required questions and forms to the port and hathegh answer the questions and
sending them back to GIL. Another option is to {hem on the new founded website.
The new website is supposed to have a websiteadn port and by securing each
port site with a password it can only be accessedhk individual port and all
information required by GIL can be seen (more detan the website in the next
section).
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It has been decided on using the website to comiet information due to it being a
more efficient and less time consuming way. It aflows a more personal contact
platform since addressed people will be led throthghwebsite. The results from the
guestionnaires will be published on the websitefed8dhere are no responses and just

one questionnaire could be send due to the pratessating the website.

By closing this information gap GIL will be able tmalyse the findings and finish
their research. For this issue a questionnaire egtablished and published on the
website providing each contact person at each \pitint its own work space on the
website, making this process of data collectionyefas the Global Institute of

Logistics as well as for the ports.

2.2.3 GIL Website

On the GIL website all findings will be presentesiaell as it will be the tool for
collecting case studies and the literature revielne Website will emerge throughout
the project and beyond. All findings will be repeated on the website and accessible

for port members. The website will be finished ict@ber for the conference.

Another issue faced by GIL is to understand howbisgt in class — the Valencia Port
— has addressed the changing competitive envirohasewell as changing economic
issues and trends and how they have answered hhitemrge as well as how, by
mastering this challenge, they have become beslass. A literature review of the
identified overall best practice — the Valencia tPerwill analyse the academic
thinking and point of view behind the Case Studiesvill also help understand the
research conducted by GIL and finding an answérkip a best in class example. The

literature addresses all modules within the Valemeise study listed as follows:

* The Governance Model

» Cluster Leadership

* Infrastructure Planning

» Marketing Hinterland

e IT system

* Environmental Management

» Safety and Security
e Quality
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» Training

» Corporate Social Responsibility.

The literature review will validate GIL’s practicGhdings and proof the importance
of all those modules not only in the port industnyt in business nowadays as a
whole. The literature review will demonstrate tredk those topics are trends of
increasing importance in the current business enment in order to cope with

issues such as new markets through emerging cesintihe associated increased
global trade and a need for increased efficiendigs. literature review also includes
best practices from other industries and setshmuimiportance across industries.

To publish all the academic findings and thoughts GIL website is used and an
academic workspace is created. So far there hasrmeacademic website but it will

be to firstly acknowledge academics that had atgngaact on the Institute’s research
but also to publish academic findings in the conhtek the ports research. The
Academic Research Website will include a literatengew as well as an overview on
the academics that have shaped GIL’s train of thbag well as its research. So far
little has been done on the academic research igeasd therefore more detailed
information will be given in the final report. Hower, a first draft of two out of nine

topics from the literature review are presentethenfollowing.

The literature review provides knowledge and hehesreaders to gain an in-depth
understanding about the process and the outcorhaslalways been a challenge for
organisations to change their administrative modety may had realised there is the
need to change for the better solution but lackf@irmation and knowledge are often

the cause for them to delay their progress.

The Valencia case study tells a real life succtsy.sTheir success was not done just
over night but thousands of days and nights of knak. They have been through a
hard journey to become the best in class. Howetler, case does not provide
information on what has lead the Valencia Port atkenthe decision and take action.
For this reason the case study will be analysethamk engineered and linked to
academic research on this topic as well as acrosdusiries. The

information/knowledge gathered by re-engineering YWalencia case study will fill

this gap for the readers. the knowledge will bespnéed in the same order like the

18

wn
-
i®)
=2
<
@)
>
D
>
@)
@)
S
7
c
=3
S
Q




Valencia case study so it will be easy for reatiefsllow and understand the trend of

knowledge.
In the following, the literature reviews are regneted.
1. Cluster Leadership

To many companies ports represent a black holleam supply chain due to the loss
of control over products and uncertainties regaydiéad times. This is mainly due to
the small amount of cooperation between membetbieoport community that as a
result are operating as Silos. However, accordmgntiny research and seen on
examples such as the information technology (IT$iilcon Valley, the film industry
in Hollywood or the finance industry in Wall Streelustering is an increasingly
important theory providing competitive advantage bgcording to Porter (1998),
providing cluster members with knowledge, relatidpsand motivation triggering
innovation (Porter, 1998). According to Porter (@P9Industry Clusters are
“geographic concentrations of interconnected congsarand institutions in a
particular field” which is exactly found in a pohh this case the question arises that if
other industries are able to draw their benefitsadiclusters why are most ports not
able to do so? Even though all members of a porkwagether interdependently in
one industry within a close proximity they are &avay from working as a cluster and

creating competitive advantage or an increaseceMalucustomers.

According to Bozarth et al. (2006) a cluster pregidthe benefits of access to
specialized human resources due to increased amites for employees and higher
mobility (Bozarth, et al., 2006). Porter (1998) weg that due to the close proximity
of companies from the same industry special knogdednd information can be

shared more easily due to a development of trusngrthe cluster members which as
a result triggers innovation. The author also ctathmt complementarities, that arise
from members of a cluster having similar needs, lmarshared. In the case of ports
that could be for example training of employeestdad of every company within the
port doing their own training this could be a sldavalue for several port members.
The author further claims that the accumulationn@dny different rivals in one

geographical area leads to high motivation to caatusly improve their performance
and offerings (Porter, 1998). In a port communftgre are often found more than
one, for example, container terminal operator affgsimilar services and competing
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against one another. However, this may improveottezall performance of the port if
this competition is used in a positive way to tegginovation and improve services.

In Porter's “The Competitive Advantage of Natior{d990) the author explains that
competition within clusters is important and fosteérnovation since companies will
innovate in order to differentiate themselves frowals within the cluster. Porter’s

Diamond
2. Governance and business Model

Knowledge gained in this part is mainly focusedtie reason and need to change
governance model and the outcome after the chdigeliterature and knowledge in
this area is mainly come from the work done by CariR Brookes and Dr Peter De

Langen.

The Governance Structure of Ports

The governance of ports globally has changed sogmifly over the past two decades,
much of it as a result of government devolutiongoams. Rodal and Mulder’s (1993)
defined devolution as “the transfer of functionsr@sponsibilities for the delivery of
programs and services from the federal governneeanother entity,” which may be
“Another order of government or a non-governmeragganisation, community

group, client association, business or industigddal et al., 1993).

Devolution programs are part of a recent trend tdwalternative service delivery
(ASD). This reform movement, which has taken plager the past decades, is a
response to at least two drivers of changes. Fapid improvements in information
technology have increased the transparency of gowemt operations, providing
citizens with greater ability to monitor and paifiette in government activities (Ford
et al., 1997; Rodal et al., 1993). Second, throughme late 1980s and into the 1990s,
increasing deficit and accumulated debt burdensd(Ebal., 1997), coupled with low
level of public confidence in government, forcedvgamments to find ways to do
more with fewer resources (Osborne et al., 19923h3hinking has been a key driver

of the movement towards port “privatization” in nyagountries.

The change of administrative models

The World Bank port reform toolkit (WBPRTK) outlidefour port administration
models; which are the service port, the tool pthr¢, landlord port and the private
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service port. The choice of the model adopted chemuntry is influenced by the
way ports are organised, structured and managedettr, in the recent decades,
extensive port reforms have challenged the coneratimodels of port organisation,
the traditional landlord/supervisory role is noden effective for port management.
One of the key reasons is the role played by pathaities (Brooks et al., 2004).
Government in both developed and developing coemtsitart to adopt alternative
service deliver models and devolved port operatioesponsibilities and sometimes
port assets to local public entities or to privated/or commercially driven port

entities (Cullinane et al., 20Q7)

In the landlord model, the port authority maintaowenership in the port while the
infrastructure is leased to private operating camgms This activity has limited the
port responsibility to a certain range. The respmiigses of port authorities as

landlords include economic exploitation, the loegnt development of the land and

the maintenance of basic port infrastructure.

Notteboom et al. (2002) included in the notion olvgrnance the management of
stakeholders’ relations (internal, external, publgolicy and community)
concentrating on the logistics integration in p@r. Langen (2002) suggested that the
mix of the stakeholder management in a port clustauld add to the understanding
of port competition and performance and port autirehould play the key role in the
cluster (De Langen, 2002). Clusters are geograpdmcentrations of interconnected
companies and institutions in a particular fieldrter, 2003). The Drewry Shipping
Consultants (1998) put it like this: “The modernrtpean be described as a
community of independent enterprises tied togdbyea common interest in maritime
affairs. Central to this community is an entity lwmas the port authority, always a
regulator, usually a landowner, often a developer sometimes a terminal operator”
(Drewry Shipping Consultants, 1998). This demonesrathat the role of port
authorities in port clusters is differing from theble as landlords. In a cluster
environment it is claimed that the “institutionadgation” of the port authority can be
described with the term “cluster manager”. For theésson, it can certainly be
assumed that collective action regimes in port tehss are relatively effective

compared to the traditional administration mode# (&ingen, 2003).

Landlord ports are (in general) self-sustaining ammh-profit organizations. The
revenues of port authorities are related to théopmance of the cluster as a whole:
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revenues from port dues and lease contracts gohgm whe cluster performs well.
Cluster can be found in many of the business enment but seaport clusters are
special because of the prominent role of port aittes. In many other clusters, such
as the Dutch maritime cluster (De Langen, 2002) ghipbuilding cluster in the

Northern Netherlands (Van Klink and De Langen, 9081d Silicon Valley (Hall and

Markusen, 1985) a central actor with a similar gkincentives, resources and a
similar institutional position is lacking. There&rcluster management is likely to be

more advanced in seaports than in other clusters.
3. Infrastructure planning
Evolution

Several evolutions have taken place in port infeestire during the past decades. Not
just in terms of the technology such as: constongtcargo handling and automation
etc. but also in the area of strategy planning. kirap back to the history new
infrastructure was built only when there was a aineeed for it and the decision
process and construction time were relatively shand that in an era where the
transport sector did not change often. Today, nudrilie challenge come from where
decision processes take very long while the opjosésks for fast solutions (Evertse,
2008).

There is also a change over time in conditions wglirements that need to be
fulfilled before port infrastructure can be constad. In the last century the port
infrastructure was built ‘on stock’. Port area gmutt basins were constructed long
before any stakeholder had shown interest to leaspot of the land to do their

business. This activity had created many conflitthe current business environment
for port authorities, as what they are or can gtevp their stakeholders and potential
customers is no longer satisfying their requirenfentousiness activities (Dooms et
al., 2007).

Port infrastructure planning within the cluster

Port planning exercise is the process of identifytime future demand and necessities
of port services with the objective of defining tbenfiguration of a service supply
which is feasible and sustainable. The crucial steport master-planning is to
formulate a clear long term vision. The key feathege is that this plan has to be
shared and agreed on by all stakeholders in the groby port users. Then port
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authority will lead the direction for all the partlated activities. Without long-term
vision, decisions made presently can block futweetbpment of ports (Dooms et al.,
2007).

The planning and development port infrastructurguires a broad and integrated
approach, in which the following elements can besaered as most important areas
(Evertse, 2008).

» Traffic forecasting:

Ports should consider the characteristics that diginguish themselves from others
in the long term planning vision. This can be elsthbd through the execution of a
SWOT analysis where port authority can be usechtdyae the results to determine
its position. A well conducted traffic forecast pies good estimates for the

development of good traffic in the ports (Klaved0Z).
» Space/clustering

Both space and land are crucial factors which riedsk considered in the economic
development process (Dooms et al., 2007). Clugiersn recommended in this
translation process as it will create the maximymesgy for the operation. Harvard
professor Michael E Porter is considered the foundiéhe modern field of business
strategy. He highlight that important factor thaister can faster the high levels of
productivity and innovation and lays out the imations for competitive strategy.
Cluster is one of the key characters in today’sieaac world. Critical masses in one
place of linked industry activities and instituteofrom supplier to universities to
government agencies that enjoy the unusual conygesiticcess in a particular field.
Porter explains how cluster will affect the competi in three ways: first, it will

increase the companies’ productivities within thester. Second, it can drive the
direction and pace of innovation. Third, it willimulate the formation of new

businesses (Porter, 1998).
* Hinterland connections

The competitiveness of the port relies to a langerd on the quality and cost of the
transport links (Chopra et al., 2001). Therefoheré¢ has to be extra infrastructure in
place in terms of transportation from the port itite hinterland to meet the demand
which is not solely in the port area but mainlytie land behind the port. It is as a
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result the great responsibility of ports to be abl@btain the sufficient support from
the state or national government to invest in tloet ptself and also in the
infrastructure related to enhanced hinterland cotivigy of the port. Port authorities
obviously can be the key figure here to drive dmiation.

 Environment and added value

The translation of the traffic forecast into thertpinfrastructure projects has
environmental implications (Dooms et al., 2006)héalthy environment is becoming
an increasingly important business location faetod therewith offers a competitive
advantage for Ports. There is a hidden indirecinefe within the environmental
development, which refers to the activities whichrabt automatically arise from the
service available in the port complex, but for white presence of the port does

constitute an essential condition (Van HooydonlQ6)0
4. Marketing Hinterland

The word ‘hinterland’ was borrowed from German, véh#¢ means literally the land
behind the city, a port or similar, with the Englisognate hind land (Wikipedia). It
was argued by Van Cleef that “geographers haveagoged upon the definition of
hinterland or even its meaning, though it is a wairtbng standing (Robinson, 2002)
however, one element all definition of the hintedéhave in common is their spatial
focus and it is widely acknowledged that a hintedlas the area which a port draws
most of its business. Seaport serves hinterlanchyMié the inland modes like road,
rail, are used to access the hinterland. The guafithose accesses to or from the
hinterland differs between seaports and affects tiagpability to compete with each
other (Notteboom, 1997). Since there has beenmagetrdous changes in the world of
logistic, port hinterland have become a key compotier linking more efficiently
elements of the supply chain, namely to make swaé the need and demand from
suppliers and customers are closely met in termesosf, availability and time in
freight distributions (Notteboom et al., 2001). Tdfere, it's easy to see that ports
have to be able to copying with a very flexible ieonment.

Globalization has brought many major challenge® ithe world of maritime
transportation. Particularly it had put pressurerahe hinterland which has received
renewed attention in the last decade, but if we taklose look at the researches been
done in the hinterland area the result shows thetteaend of the 80s, research on the
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issues of hinterland waned (Notteboom et al. 2@0i5)development was caused by a
number of factors. First, the conceptual term oftdriand has become increasingly
difficult to reconcile with the dynamic nature ofantime shipping. Second, for the

logistic market development, the discontinuous reatf complex logistic networks

had enabled the emergence of cluster hinterland.tfEudlitional perspective based on
distance-decay is no longer being able to addresséw reality. What is needed the
most is a more functional approach to deal withrtee concept of hinterlands, most

important for its integration with issues relateddgistics and supply chains.

There are three basic sub-components would helgousinderstand what the
hinterland have become today in terms of its spaim functionality. The three
components are: macro-economic hinterland, theipdiyisinterland and the logistical

hinterland.

Elements and attributes of the three types of Hantd

« The macro-economic hinterland

The macro-economic hinterland is a matter of trartspemand. It represents a set of
logistical sites which focusing mainly on producatiand consumption. The macro-
economic hinterland today had grown beyond the ideration of the clients of the
port, either existing or potential. Globalizatioadhcaused additional macro-economic
issues need to be considered, such as interespriies savings productive capacities
and so on. All of those issues are often been dereil within the concept of port
forelands and hinterlands. In the current globatk@iaenvironment the structure of
international trade has become fundamental to porterland relationships. Port
hinterlands around the world have been affectedhleypower of macro-economic
forces. Since international trade is rarely a baddnaccount, trade imbalance
especially at the regional level, have a significampact on port hinterlands since
they impose a general direction in traffic flowsngaetely outside the level of

intervention of ports.
» The physical hinterland

The physical hinterland is a matter of transpoppby It considers the network of
transport infrastructure, modes and terminal cotimgc¢he port to its hinterland. The
transportation facility within the hinterland hasdome particularly important for this

type of hinterland as its serves as it links thabgl access of the port within regional
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customers (Paris Economic Research Centre ECMT-QER001). Port hinterland is
physically connected by port ranges and gatewagsigBs can be seen as lateral
corridors of port competition in which gateways pde access to inland freight
corridors. The significant number of containersrbbandled by ports in recent years
provide a strong indication of globalization. losts the growing physical capacity at

the terminals, and also at the hinterland.
* The logistical hinterland

The logistical hinterland is a matter of flows, htve macro-economic and physical
setting are organised and how they are taking ptat®ir main concern. Other main
focus includes the issues like modal choice andnihlfreight so on. Global supply
chain is largely determined by the performanceogidtic networks as they connect
production, distribution and consumption (Hessalgt2004). As a result of the mass
customization those logistic networks are highlynatyic and flexible in order to be
able to response to product and market segmentdgian production and associated

reduce/decrease in cost.
* Port authorities and the hinterland

The traditional landlord port authority can be sesnan independent commercial
undertakings aiming at full cost recovery and aljuesponse to its customers. The
port managers are more interested in make thelpgmame more attractive to their
existing or potential users, by providing a setompetitive services for carriers and
shippers. Due to the nature of their revenue ressuwhich are mainly comes from
their local region, port authorities tend to pueithfocus strongly on the activities
within the port perimeters that would help them itwrease the revenue base.
Landlord port authorities throughout Europe areiniggcsome great challenges in
respect to the hinterland connections. Many ofrttagket players had become very
active in setting up inland services and hinterlaativorks. Market consolidation has
made the situation more difficult to handle as sahthe large port clients possess a
strong bargaining power when dealing with termiopération and inland transport

operations.

Port authority have a role to play in shaping é&fit hinterland, and they need to
focus on the areas would affect the cargo flows &mterland infrastructure
development. Most port authorities are still takithg backstage position when it
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comes to inland terminal development and the @weatf logistic zones along
hinterland corridors. Notteboom (2008) believesdhere three reasons indicates that

it's time for the port authorities to change theiitudes.

1. Port authorities should understand there is pdggilinat port benefits might
leak to the inland users once the logistic polescaeated. The strategy that is
only focus on the local area will not sufficientoeigh to address this threat in
an effective way. Only the active port regionali@atstrategy will make it
possible to re-shape the logistic networking.

2. Most of the port users have their attention on {bgistic network
development. Port should be able to maximise tbegdability to fill into the
networks that shape the supply chains.

Port authorities are now facing a much wider awhygonstraints (road congestion,
lack of availability in land, environmental issugis¢refore; ports have to give a high
level of environmental performance and sustaingbitot just to gain the support
from the community but also to attract more tradmagtners and potential investors.

5. IT Support

Nowadays all companies are supported by informagehnology (IT) systems. No
company works without it. The development of ITteyss has provided companies
with huge cost reductions in paper intensive waotkwever, with the extension of
supply chains and increased need for informaticarisg a much more complex IT
support is required. Nowadays companies look feingle source of data in order to
have a more transparent, faster and more reliaftenation flow. Within a port
community this would be a very significant improvem as the best in class Port of
Valencia has demonstrated. The port managed toecomlifferent businesses within

the system and provides an exceptional exampleeiport industry.

“Definition of systems is significant to definitioof information. For instance,
information is that intellectual that in a certaiomain can be acquired, preserved,
transferred and applied as non-empty sets of irdtion elements, and the aspect
entity will be determined in each element” (Lond)03). “The definition of an
information system should then be a system which & able to manage the
knowledge”. Lambert (2004) defines information syss as “a system for collection,

adaptation, storage, transfer and presentationnfafrmation, for the use of the
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information system, effective way. Traditionallyafarmation systems have been
considered primarily in terms of their effects owlividual organisation, Researchers
have concentrated their effort on delineating th&ure of the information function
(Quillard, et al., 1983). Such as operational suppersus decision support, the
impact of information systems on end users, oritgortance of the information
system to an organisation as a whole (Rockart et E83). However, the
extraordinary use of information system as comipetitveapons has been under

consideration.

Today, many of the sectors are facing global chgls that cannot be met without
support by information technology on a level everydnd today’'s advanced IT
utilizations. However, emerging technologies angirtintegration open the way for
the development of integrated digital environmehtt could provide platforms for a
reorganisation for sector activities, and markddatee activities, capable of coping
with the challenges ahead. Information technolobeege the potential to support the
organisations in coping with the challenges buy thiee also key enablers for some of
the developments to take place. In today's busiredssate, the drive towards
globalisation depends on modern communication t@ogy. But the difficulty in
anticipate the technology evolution and its efisatompounded not only by its rapid
change but also depending on the decisions of imed, acceptance, adoption and
rejection (Schiefer and Zazueta, 2003).

E-Business and Supply Chain Management

E-business arose through the proliferation of thernet as a platform for inter-
organisational systems in the late 90s and hadeglay significant role for the
developments in the operation and strategic manegeraf supply chains and
networks (Evans and Wurster 2000). E-Business wagoWweb-based technologies to
support company operations (Cagliano et al.,, 2003)e study of e-business
technologies is different from the broader meanafginformation technologies
(Sanders, 2007), can be defined as technologiqalbility used to acquire, process
and transmit information for more effective decamsimaking relative to competitive
standards (Grover and Malhotra, 1997). Hence, @bss can be considered a
subsection of information communication technologyestments in e-business then
can be distinct from traditional information comnation technology investments
because it carries greater risk and reward. Kahkle(2003) identified two main
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characteristics of the e-business environment.t,Fesusiness environments are
generally more volatile and therefore prone to Heylel of risks. Hence, information
communication technology investment is the resdilaowell-planned strategy. It
needs to be closely monitored, even more so thagr advestments. Likewise, they
offer extraordinary opportunities that, when mambhggppropriately, can yield
significant gains as well as long-term competitadvantage. Second, by their very
nature, e-business applications are cross-fundtemma span traditional departmental

boundaries.

The rise of the internet as a communication Chaandl its supporting systems and
software has changed the economics of informapooyide more opportunities, new

connections between organisations, new form ofiogighips between organisations
and also new forms of transactions between orgammsa(Evans and Wurster, 2000).
Inter-organisational electronic networks had imgaeo-ordination between firms to
reduce the cost of searching for appropriate gaous services, one of the major
effects of inter- organisational networks would bH®e great movement from

hierarchical to market relationships (Malone etl&I87). The impact of e-business on
the supply chain is recognised in the informatitnategy literature Galliers (1999)

,Pp.229-230):

. . . With the advent of inter-organizational systems] arcommerce in particular, it
is clear

That questions of alignment go beyond what we baxee to know as the business —
IT

Alignment issue (e.g. Baets, 1992). It is no lorsgeply a case of internal alignment
alone.

Such issues now include alignment with collabogatiompanies’ business and IT
strategies

(Finnegan et al., 1998) and customer requiremergsent heightened interest in
customer

Relationship management).

E-business has a significant impact on level ofly@m issues in management
research; it had broadened the perspective to sinaf/supply chains and network. A
major impact of e-business is its role as a measmarfior improved control of supply
through collaborative planning, forecasting andeeighment (Frook, 1998; Lewis,
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2001). An integrated control system supported business infrastructures allows
companies to benefit reduced total cost and ineckaservice to customers

(Papazoglou et al, 2000).

Information Systems and Supply Chain Environmdtgaformance

Industries such as transportation and logisticeHaeen transformed by information
and information technologies (Kohli and Melville (3). From a sustainability
perspective, an information system enables thenisghon to standardize, monitor,
capture, and utilize data that controls the enef§igiencies. Information system has
been critical to supply china activities by impnogiinformation flows and creating
new sources of value (Banker et al. 2006; CachdnFsher 2000). Trading networks
trading networks might actively address sustaintgbily collaborating to promote
environmental standards that they jointly develBpkos and Nault 1997; Clemons
and Kleindorfer 1992).

6. Sustainability — Environmentalism

Sustainability is not just a current trend but aoreasing concern that affects all
people and businesses around the world. Global ingramd a related increase in the
number of natural catastrophes, starving peopleants of the world where some of
the richest companies source their materials froththe scarcity of natural resources
require collaboration of all people as well as aioses consideration of the
consequences human activities have on the nameesisResearch states that cargo
container ships can have about the same impacuoram health as 50 million cars
(McCue, 2011). According to the Brundtland Repoi9§7) sustainability is
“development that meets the needs of the presehbwi compromising the ability of
future generations to meet their own needs” (Briandt Report, 1987). Over the past
years many companies have invested in sustainadged activities such as

reforesting or plans for reduced emissions.

Against the often heard opinion that becoming “gfewill put companies at a
competitive disadvantage, many corporations hageeor that sustainability can be a
profitable way and a key driver of innovation (Nmdalu et al., 2009). Other
incentives to invest in sustainability are the @asing costs of resources especially in
terms of material and energy as well as increapulglic pressure. While public
pressure makes companies and in this case pocts peats might be better off taking
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a more proactive role by becoming a fist mover Whaccording to Nidumolu et al.
(2009), will lead to competitive advantage sincehia end, there is no alternative to
sustainability. Therefore, ports should start badgdup competencies sooner than
later in order to be ahead of competing ports shilitview sustainability as additional
financial costs instead of a chance of being intiega(Nidumolu et al., 2009).
Further, government regulations concerning esggciahvironmental issues are
increasingly inaugurated and the better a portatisipatorily the easier and faster it
is for it to catch up and leave competition behi@ther suggestions by Nidumolu et
al. (2009) and Kleindorfer et al. (2005) conceremgpions. Many innovations in ports
have been made into the right direction. One exangpthe cold ironing as described
by McCue (2011) which refers to using plugs as weyosource instead of diesel
engines once a ship has docked (McCue, 2011). nibteod was introduced by the
Navy and is now successfully used by the Los ArgyPlert.

Most of the time, sustainability is associated whiging green and environmental
friendly. However, the term sustainability includies more as the definition above
already signals. According to Kleindorfer, et &0Q5), sustainability contains the
relationship of people, profit and planet — thecaled three pillars — in which a
company should invest in order to win the trust emhployees, customers and
communities (Kleindorfer et al., (2005). Peopleersfto the social capabilities of a
company internally as well as externally. Proffers to financial sustainability and is
very important for ports since it is a critical cpoment within the port community
and not all ports have reached this independensgedtally for ports it is important
to be financially self-sustainable in order to catepproperly and not over depend on
government. The planet component concerns theiaesdtip between company or
port activities with the environment. In relatiom ports this may especially be the
effect on the marine environment, such as wastbanwvater, and the use of natural

resources, such as fossil fuels.

But how can a company become sustainable and howpoats reach a total
integration of sustainable management? Many comepartiave shown that
sustainability is very well able to be aligned wlhibsiness activities. The topic is
probably the most discussed issue in the moment aVendustries and provides
companies in every industry with new challenges.nandustries provide good
examples regarding sustainable implementationdeidar for example, addresses all
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pillars of sustainability as they support local ecoomities they operate in to address
the people component, they reduce their environahe@ntpact by analysing the
product lifecycle and the way the products are @wsetiby having an annual plan and
very specific goals for every year in order to miwt profit component (Unilever,
2011).

However, ports face an even bigger challenge. I¥imdrts have not yet felt that
much pressure from external stakeholders sucheagdtiernment, maybe due to its
important function as an economic facilitator. Sedlg, ports are located between the
sea and the landside representing a bridge or ctandor both sides and especially
face more complex problems related to the envirortatedimension. But Cold
Ironing, a lower speed of container ships and aced use of trucks in the port area
represent first steps into the right direction @ndof that sustainability within a port

community can be achieved.
7. Safety and Security

Ports face many risks regarding safety and secigstyes. Among others are overall
port security, facility security as well as secu@ind motivation of employees inside
the port community. But also outside this commupibyts as a very complex system
face major issues such as protecting against paacdysecuring their operations in
order to facilitate and support global trade. Fortp it is therefore of immense
importance to secure the continuity of their operst. Attempts to improve

mentioned issues have been undertaken by implengesgveral regulations and
programs such as the Maritime Transportation Sgcagt of 2002, the Security and
Accountability for Every Port Act (SAFE Port Act)f @006 and several others
(United States Government Accountability OfficepZn

Safety, even if it plays an obviously importanterah the port industry as a lot of
heavy and big machinery is used, other industrge® fissues with safety as well.
Many companies apply high standards and have ressgjthe importance — in some
countries due to governmental regulations and laboions but also because they see
safety as an important issue in order to provideleyees with a humane work
environment.The most important asset not just for ather company but also for
ports is human resource. Therefore, companies teeg@dotect them and provide a
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workplace in which employees do not have to feargéb injured physically or

mentally.

Mehri (2006) who experienced Japanese companyreuttiscusses amongst other
issues the safety standards for employees workinlgeToyota Production System
(TPS). The author claims, that the TPS is inhunmah@mes to theost of workers
According to Mehri (2006) safety is not provided é&nployees and accidents happen
often caused by high line speeds, poorly desigaegaent and long working times.
An environment like this causes workers to losedbnection to the company since
they cannot identify themselves with it. It demoatds that companies need to
implement certain safety standards in order to ipewemployees with a secure
workplace. Good training, equipment and frequentnteaance are significant in
order to avoid safety and security risks with emgpss. Another more recent example
would be Foxconn, manufacturer for companies sscApple, Hewlett Packard and
Dell. Many news last year claimed that due to gafe$ues starting from inhaling
poisoned gases and working in an dusty environmesit 11 hour shifts, seven days a
week to a little pay many employees left the conypan even committed suicide
(Barboza, New York Times, 2010).

Other supporting literature is provided by Das &t (2007) who links safety
perception of workers and managers to performameck cuality outcomes. Many
managers have a different perception of safety thaim workers which results in a
gap, called safety disconnect. Safety disconnechaised by cognitive dissonance
which is defined as the incompatibility of infornmat or situations. According to
research employees are most likely to reduce dissmn by ignoring policies by
management as long as they are incompatible wehethployee perceptions. The
resulting interpretation of workplace condition deato a psychological state that
influences the work performance and attitude of eéngployee. The author further
proposes that safety disconnect leads to a negauizity performance due to deviant
behaviour and a redirecting attention from quéldgs et al., 2007).

This demonstrates how important it is not justdtirical reasons and in the interest of
workers but as well for the company to have higfetyastandards and good
communication and relationship between managersther company and the

workforce. Not only does it help reducing turnovates which in return usually
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means higher productivity but it also means higipeality for the company as the

latter article suggests.
8. Quality Management

Quality management (QM) has become an importantagement philosophy and
secured a unique position in today’s business godiguality management was first
mentioned by W.Edwards Deming, Joseph Juran PGilgsby and Kaoru Ishikawa
almost two decades ago (Sousa et al., 2002). Shmeme it has become a well-
respected management philosophy in the busined®rsetoday, many of the
companies have embedded quality management pactige their business
operations and processes.

There have been many versions of the definitiongicality management. The most
common one in the existing literature defines duafianagement as a “philosophy or
an approach to management” made up of a “set otiaiytreinforcing principles,

each of which supported by a set of practises andniques” (Dean et al., 1994).
Since quality management has been adopted by nmoreénare organisations in the
last two decades, its meaning varied strongly axhime diverse to many different
people (Watson et al., 1995). The agreement inliteeture on what constitutes
guality management, had clearly indicated that iguahanagement as a field has

indeed matured and is laid down on solid defindidioundations (Powell, 1995).

The impact of quality management on performance

One important area of quality management has beeimpact on organisation’s
performance and the associated competitive advariteay may be achieved by the

organisation effectively implementing QM.
» The Economic value

Different organisations hold different resourcetfudios. These differences produce
variability in performances across organisationse(wérfelt, 1984). Although
organisations may try to copy or develop resoulmdd by successful competitors in
the same industry, or at least to replicate themelfits, resources bundles remain
different due to the fact that there is always sthing that is impossible to imitate
(Lieberman et al. 1988). Under the resource reviesuccess derives from

economically value resources that other organisaticannot imitate. The quality
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management dose produce value to the organisdirmgh a variety of benefits:
First, it can help the organisation to have a mbelter understanding of their
customer’s needs. Therefore, this can lead thebetable to provide a much more
customised service to the customer and meet or exemed their expectations.
Second, it will improve the communication efficignwithin the organisation. This
can result in better problem solving, greater erygggocommitment to their jobs and
better motivation at the work place. Better commoanhon efficiency is especially
important for ports in order to achieve higher Isvef customer satisfaction and
demonstrates a fundamental issue. Applied in a ipavbuld also improve the silo
based thinking and acting and lead towards an tndusluster. On some level,
employees will also develop a much stronger refatigp with their suppliers and
other companies which may result in improved efeortl performance. They might

make less mistakes at work and also reduce wasi@n(J1993).
» Financial performance

The financial impact may vary due to the charasties of different organisations.

The success and failure of quality management im@igations are often judged by
comparing the actual benefits against prior expects. First, if the organisation had
set high and unrealistic expectation about whairtiemented quality management
procedures can deliver, even if the QM implemeatatiad delivered good results, it
can still be seen as failure. Therefore, QM allomanagement to adjust the problem
and provide a basis for forming reasonable expectdor its financial performance.

Second, by implementing a quality management systeganisations are able to
estimate the amount of investments required foir thygerations. Those investments
may include: training cost, cost of implementingvnieformation and performance

measurement systems or even improved machineryréidevelopment of resources
and other capital investments in order to imprdwe quality and increase customer

satisfaction are other investments (Chen et a@51.9

The most famous example for Quality Management douanliterature is the Toyota
Production System (TPS). Characterised by flexjbiind just-in-time production
reducing waste and therefore applying lean prodoctnethods, this approach is
supposed to improve product quality and produgtivBince its development this
concept has spread not just across continentsldmaross industries. Nowadays do

not only manufacturing companies benefit from TP&%sociated quality and
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productivity improvements but also the service @ectoday many companies have
realized the importance of quality management és@antributions to an improved
performance and productivity. Companies such adlé&jednilever or Volkswagen
put much effort in supplier improvement and relasioip building in order to achieve
better quality. This should also be true for poatsd its businesses. Tools for
improvement already developed by the Global Iniaf Logistics is for example the
Container Terminal Quality Indicator. This helps asering the performance of
container terminals which as a result makes pedooes comparable and
improvements possible. However, this is just onalkpart for quality improvement
within a port community. A more significant and qalex improvement would be
relationship building between different port busises such as the shipping line, the
terminal operators, freight forwarders and the Ifimustomers. Big quality

improvements are still necessary in this indusiny feld.
9. Training

Even though creating a collaborative environmerthwia port is the main focus,

companies need to pay attention to one of theirtrmoportant resources — human
capital. Good relationships are not just helpfutwe®n companies but as well
between the company and its employees. Besidéseatither topics addressed during
the literature review, training provides a sourgedompetitive advantage as well. It
is an attribute hard to copy for other companied #merefore a good topic to

differentiate from competitors. Two very differegmamples are Toyota and the Ritz

Carlton Hotel Company.

As Mehri (2006) describes in one of his parts efditicle “The Darker Side of Lean”
the Toyota Production System does not perceivaitigias the most important to
them. Production workers usually have quite a marfeld of activity and the

training consists more or less of showing the wohav to do it before he has to do
it himself. People barely help each other and ast jocused on their own very
narrow task (Mehri, 2006). This caused many unhappyker and in return often

effects the quality of the outcome.

A contrary example is the Ritz Carlton Hotel Compavhich emphasises training
very much. This company has recognised the needarfior benefits of training.
According to Sucher et al. (2005) the company takedime to recruit the right
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people and provides extensive formal and informaihing to assure high quality.

Employees are not just tought the basic skills thegd to fulfil the job but also what

the culture and philosophy of the company is to enstkre the workforce knows what
the goal is and why they are doing things the Wy tare doing it. Furthermore, the
company builds relationships with schools releviamttheir business and use the
chance to recruit the right and well educated pedpky need and provides the
company with the newest of information in their ustry. All this has helped Ritz

Carlton to provide outstanding service to its costs and set them ahead of its
competitors (Sucher et al., 2005).

In the article “Diversity and Competitive Advantagé Merck”, Gilmartin (1999)
talks about the benefits of diversity. He claimattespecially cultural diversity allows
companies to understand the variety not only ofaruers but also of global markets
and therefore represents an advantage towards tbosganies with a rather
homogenous workforce. A company also benefits envtlay that it can chose from a
wider pool of potential employees in order to futhe goal of having talented and
committed people within the company. For Merck thjgproach has been very
successful in the past and provided them with leltpoints of views (Gilmartin,
1999).

However, training does not just contain the tragnduring or right after the hiring
process but as well continuous or lifelong learramgl training. Research has shown
that as the workforce ages the interest in furttieming decreases. Therefore,
companies need to find ways to motivate their eygd@s to secure continuous
training and as a result high quality. Especiallaifast paced environment nowadays
faced by every company regardless of the indugtnticuous learning is a key to
sustainable success. Fast emerging technology bedspeed of information
distribution make it necessary to improve trainiagd increase the number of

trainings within a work life.

In order to secure a source for latest developmierttse industry, whether it is ports
or any other industry, relationships to educationsfitutions are very important. Not
just the port benefits but the educational ingtitutas the practical component from
the port brings high value for rather theoreticastitutions. One example is the
Valencia port that maintains a strong relationgioighe Fundacién de Valencia. It
provides the port with a broad pool of potentialptogees and updates the port
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community with the latest in research and develagnregarding the maritime
industry. Many other ports have partnerships withiversities or other institutions.
However, again the key factors are relationship esithboration between ports and

educational institutions in order to benefit in theg term.
10. Corporate Social Responsibility

Today companies do not just provide a good or serta its customers but its field of
action and influence is far more complex. As thekegashifts from being supply to
demand driven, there is a growing interdependeretevden a company and its
targeted group. Big corporations have much power tlogir environment and
influence people, the economy and society arounthis is also true for ports. It has
been widely acknowledged that ports have an edpebig influence on economic
activity and development in the direct port envir@nt. Therefore, companies and
especially ports carry a big amount of (socialpoessibility not just internally but

also externally.

The termCorporate Social Responsibility (CSR)has a long history and evolved
over a long period of time. As a result, many d#fg interpretations and definitions
exist as reviewed by Carroll (1999) and Moir (200Dne of the first widely
acknowledged definitions of “Social Responsibilifydpm a business stand point was
provided by Bowen (1953) who describes the terfirgsobligations of businessmen
to pursue those policies, to make those decision$y follow those lines of action
which are desirable in terms of the objectives mallies of our society” (Bowen,
1953). Already back then companies were perceigadfaential institutions that are
supposed to behave in favour and considered oktgoduntil now, the term has
evolved to “Corporate Social Responsibility” clgastating that it emphasizes social
responsibility by companies. Also during this tiriee term has been enriched by
alternative definitions over attempts to measurdR @@Bd finally to business ethics
theory, stakeholder theory and corporate socialopeance as stated in Carroll's
(1999) review. A more concrete definition is praaadby the World Business Council
for Sustainable Development which defines CSR ks tiontinuing commitment by
business to behave ethically and contribute to @wonm development while
improving the quality of life of the workforce atigeir families as well as of the local
community and society at large” (WBCSD, 2011).
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Moir (2001) points out many different opinions ohat social responsibilities are that
a company has to be focused on. Two major perssctare taken in his article.
While many authors see corporate social respoitgiliibm a moral or ethical point
of view as an obligation to use their power anduirice for non-economic activities
to meet social expectations, others see CSR froneaclassical view as solely
maximizing shareholder value and that it is pudéiaterest that makes companies
involve in CSR. The motivation for CSR by compargasnot be completely clarified
in the article as non-economic activities in a rhanaethical way lead to greater
customer and employee loyalty, possible new markeid improved reputation.
Knowing this, a company may do it as well just & increased shareholder value
(Moir, 2001). But no matter what motivates a comptmbecome socially involved,
there are clear stated benefits foastan increased loyalty, the possibility to identif
new markets and products as well as an improvedgtagpn and (brand) image. As
the environmental and social awareness among menyle increases this may be a

big advantage for companies.

An increasing number of multinational companiesnpote CSR on their company
website to inform customers about their non-ecoromvolvement. Unilever for
example has contributed a whole section on sudtgityanforming consumers about
their involvement in local communities they operate@and the attempt to lower their
environmental impact. Other companies as for exampirbus promote their
alignment in the field of human rights, labour, Eormment and anti-corruption.
Therefore, addressing interests of all stakeholdéra company. In this sense and
defined by O’Higgins (2001) stakeholders referaay groups or individuals who can
affect or are affected by the achievement of tlgaoization’s objectives” (Freeman,
1984). This is also reflected in the stakeholdeptk as reviewed by Moir (2001) and
described as the connection or relationship of mpamy to those stakeholders to
whom a company should be responsible. Therefodassification of stakeholders
has been made into primary (Shareholders, investersployees, customers,
suppliers, public stakeholder group such as goventsnand communities and
secondary stakeholders. Primary stakeholders ase tiwithout whose participation a
company would not survive and secondary stakehelder those that are affected or
affect the company without being involved in dirdcansaction (Moir, 2001).
O’Higgins (2001) also provides an appraisal of stedtders according to their power,
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legitimacy and urgency. Accordingly, a manager #hawever underestimate the
power and influence of any of their stakeholdersc& this may result in big
problems for the company itself, whether it is aminmental or an employee issue.
Legitimacy refers to stakeholders willingly or utimigly affected by the company.
That as well may be employees that are bound byraxtinand may by harmed by
poisoned gases or a neighbour challenged by theaoies water or air pollution.
Urgency refers to time-sensitive claims of stakdbad that helps a company to set
priorities (O’Higgins, 2001).

The literature reviews demonstrate how complex emterrelated the issues most
important, not just to any company in any indugty in this case especially to ports,
are. What can be seen is that there is a defiretedtfrom working very silo based

and each company seeing itself as the centre ofnvtréd to a more collaborate

working style based on relationships. All the htieire reviews demonstrated that the
most important trend is interaction with other sfadélders, often the own employees
but also other companies and the environment. Tarawe one issue, for example
safety and security, collaboration and relationskipeeded. Otherwise there will be
no improvement. As the literature review states heanagement communicates with
its employees has a large impact on how they wilidve and how much effort they
will put into their work. The same is true for eyesther mentioned topic. Good

relationships build the future for all ports in erdo achieve a more cluster oriented

business model and is the only way to improve tbedrall performance.
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2.3 Potential Solutions

As can be seen and concluded from the literatuiewecombined with the findings
from the Institute’s four year long research, thisra need for ports to change. Ports
cannot keep working like this without losing custrs to the few ports that do
recognise the need for change. However, as foryewelividual changing a ports
culture and behaviour is very hard. It is not jtis¢ culture and behaviour of one
company but of several companies that need tocgzate and change in order to
improve a so highly interrelated system as a pbne port performance is just as
good as the weakest link within it and therefommrot improve if the weakest link
refuses to change and improve its operations, reuéind behaviour.

Being aware of the natural resistance towards ahatige first step to take is to
become educated in the field and to collect infdromand knowledge on what is
possible and what can be achieved by collaboraiigiormation sharing, proper
communication and relationship in general. This theesspower to motivate ports as
many visits to different ports by GIL has provehefe is a huge request for CTQI for
example and many ports want to know, how to doiamement it. Using this as a
proof that ports can be motivated by best in cassnples, it has to be recognized by
ports that it is not the individual performance ttmaakes the difference but the
collaboration between all port related busineskesm this finding the KAI theory
was developed meaningnowledge (K), Authority (A) and Investment (I). The
theory of KAI states that to create unity amongsgraup of service provider of
unequal authority and financial power, knowledgthestool first deployed.

However, in order to change, authority is needeat ttoordinates in an unbiased
manner. According to GIL research that is the paoithority as it is already the case
within the best practice example. Authority assuhes no company is tempted to use
its superior power over other participants and ehgrhindering the relationship
building and avoiding the establishing of trust.

The last tool needed is Investment. To transforpoa investmentis most of the
time necessary. Old traditions have to be throwerloeard and new ideas have to be
implemented. Investment therefore does not nedbssapresent an investment in
machinery or buildings or IT systems, but will aetely be required for the training

of employees which is extensive in the case ofl@l change.
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The KAI theory helps to motivate a port which isessary as stated above for the
reason that ports will most likely not change érth is no incentive to do so. Further,
as soon as management is motivated it is aboutvaimtg the rest of the port which
includes especially other port related companias employeesMotivation will be
supported mainly by the tool ‘knowledge’. Not jlst looking at the best practice but
by being aware of what is happening in world tradd evolutions in the port industry
are taking place. Afterwards ports needntobilize. This includes actively looking
for information with the goal in mind to change.rRhis stage knowledge and
authority are very important. It will provide thenp with necessary information about
what is possible. Are companies within the porteliested in changing current
operations and are they willing to go through thregl and hard process of evolving to
more collaborate culture. At the eadaptation or implementation is the key factor.
Ports need to actually, physically change. At #iage it is not as passive anymore
and ports need to actually start implementing ghkrowledge and ideas.

Those proposed steps, surely do sound easierltbgrate, but they will have to be a
part of a port that wants to improve its logistics order to increase customer

satisfaction and the general economic performance.
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RECOMMENDATIONS

To cope with the current trends specific for thetpondustry but also the market
trends impacting on trade in general a big chasgeeeded. As the literature review
emphasises and suggests one of the most impoeguoirements is an increased
collaboration between different players within atpdo achieve a higher visibility
and transparency for the end customer in ordetitorete or at least decrease the
black hole companies in a port need to work togedinel put a much stronger effort
into sharing information. This can lead to morecg#ht operations on land as well as
a higher customer satisfaction. Overall, sincepgbe contributes significantly to the
wellbeing of the community or city surrounding et the results with collaboration

and clustering would be much better as well.

One big challenge, however, is to convince all gtaywithin the port to collaborate
and share information or even cluster with the @tay The port includes many
different companies of different financial powerdaawuthority leading to the few but
often powerful companies primarily controlling amdpacting the port operations
leading to silo based operations. From the prdciidarmation gained by GIL and
the literature review conducted using informatitoni academics and other industries

a framework foichangeis recommended as in the figure below.

Figure 5: Recommended Steps for Change

Stages Motivation Mobilization Implementation

Motivation

Mobilization

Tools

Implementation

Tools

Own demonstration.

The most important component a port needs)@vledge Knowledge is a motivator
since it includes examples from best in class amdsgan example of what can be

achieved, as the Valencia case study demonstiatdbe Valencia case study the
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combined effort of all port related businesses Itedun an improved overall result
especially in terms of operational efficiency raisigl in financial sustainability which
is usually the most effective incentive. This le&mlshe next use of knowledge within

the changing process.

Knowledge is a very important and fundamental toatonvince other port members
and players. Therefore, it is useful in the mobhiiian process signalling that by
working together and changing the attitude from pkeg all information to

themselves and working as silos to sharing infoilwonatnd working as a cluster.
However, during the Mobilization stage the most amant tool isauthority. One

member in the port environment has to take overdberdinating and therefore
authority role. As suggested by the Institute tivatld best be suitable for the port
authority since it plays a central role but progid® direct value added operations.
Therefore, the port authority has no interest irxim&ing its own profit and can

concentrate in aligning all the interest of theibesses in the port by bundling them

and making decisions based on end customer’s needs.

The last stage would be the actual implementatibrknowledge and physically
changing structures and traditional operationss Hiso includes the implementation
of standards developed by the Institute as for game Container Terminal Quality
Indicator (CTQI). Usuallyinvestments are required during this stage. This may
include changing the IT system in order to provié¢ter information sharing or the
implementation of environmental sustainable procesiu

The proposed framework may not be exclusive butired for changes as this
process is very difficult to go through as it igural for people and as a result also by
companies to undergo changes. Knowledge, Authanty Investment is elementary
to create unity amongst a group of service provadamequal authority and financial
power, where knowledge is the tool first deploy&Herefore, a structure is needed

and this necessity needs to be recognised by aodsll related businesses.
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CONCLUSIONES

Ports have alwgs played an important role in maritime transpaotdtea
transportation. Haever, the evolution of ports by chance with ak stakeholder
never questioning the operations but just exceptitige way it was had prevented
the port development to meet the ever changingaglotarket environment. Ps,
that havequite a long histry of maritime transportation haveen built bypeople of
vision in the light foam. People at ' Global Institute of bgistics believe it is tim
for ports to open up their mind and s time for them to take acticand making
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changedor the better. During the four yeeperiod, the Institute hagahered a huge
amount of the information of ports and informati@tated o port development, th
includes thousands of fturs of meetings and hundreds g@fesentation an
conversations. Havingnalysed all the information fromhe perspective of supp
chain and logisticsnanagemel the conclusion is that ports need to evolve f
working as silos to becoming an industrial clustéh relationships between all pc

members as shown in the figure bel

Figure 6: Ports evovling from Silos to Cluster

Stakeholders
operate as CLUSTER

Port as a Black Hole

Shipping

Lines Port Shipping
Stakeholders Authority Lines
operating as Financ
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Port
Authority Freight
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Customers

Terminal
Operator

Own demonstration.

The analysis results show that therea black hole in port management and ¢
development cannot move forward without elimination or at least reducti of
those holes. Thatérature review providesacademic evidence to the port world t
change is necessary aadequirement in order to cope with current andrieimarke
trends The three steps for change: motivation, mobilisaéind implementation, wi
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help the port to design their strategy for chang@owledge, Authority and
Investment (KAI) is a useful and necessary toolige in order to go through those
processes. The uniqueness about KAI is they aremgtjust useful for ports to use
them make change of their management but also thegeare operate in the cluster
they can also use KAI as their core business glyatdere they can use it to sustain

their strength and for further development.
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APPENDICES
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